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What is a Trust?

A trust is an arrangement whereby one party 
(Trustees) hold property on behalf of other 
parties (Bene� ciaries). 

Trusts can be set up by individuals in their 
lifetime or by Will. They are a useful tool 
for Inheritance Tax planning and to help 
safeguard assets.

What types of Trusts are there?

In broad terms there are seven types of 
Trusts:-

  Bare Trust - this is where a bene� ciary 
gains an immediate and absolute right 
to the capital of the assets and the 
income, however the assets are held in 
the names of the Trustees.

  Interest in Possession Trusts - this is 
where the bene� ciary is entitled to the 
income produced by the assets, but not 
the capital. It may be that the bene� ciary 
is entitled to the income from the assets 
during their lifetime, then on their death 
it passes to other bene� ciaries. 

  Discretionary or Accumulation Trust 
- this is where the Trustees have the 
discretion as to how the capital and 
income are to be paid to bene� ciaries. 
In an Accumulation Trust, the income 
can be accumulated until the bene� ciary 
becomes legally entitled to the capital or 
income produced by the Trust. 

  Mixed Trust - a Trust where some of 
the assets may be held on Interest in 
Possession Trusts and some held on 
Discretionary Trusts.

  Settlor-Interested Trust - these are 
when the settlor (the person setting up 
the Trust), their spouse or civil partner 
bene� ts from the Trust. An example 
would be where a person no longer 
works due to illness. The settlor sets up 
the trust to make sure they have money 
in the future. 

  Vulnerable Bene� ciary/Disabled 
Trusts - the Trust is set up for someone 
who is physically or mentally disabled 
or someone who under the age of 18 
whose parent has died. The advantage 
with these types of trust are that the 
income is not taxed at the Trust tax 
rates, but at the rates applicable to the 
bene� ciary.

  Charitable Trust - gifts to a Charitable 
Trust are free from Capital Gains Tax and 
Inheritance Tax. Generally the income 
is free from income tax. A Charitable 
Trust must be used for charitable 
objectives only. Unlike all other Trusts, a 
Charitable Trust can remain in existence 
inde� nitely.

Why include a Trust in a Will?

As oppose to giving a bene� ciary assets 
outright, there are circumstances where it 
might be bene� cial to include a Trust in a 
Will. Examples include:-

  Uncertainty as to how you wish your 
estate to be distributed - if at the time 
of making your Will, due to family 
issues, you may not want your estate 
to pass outright to your bene� ciaries.                           
By including a Discretionary Trust 
in your Will, the  Trustees have the 

discretion as to when both income and 
capital are paid to bene� ciaries. A Letter 
of Wishes can be written to accompany 
the Will to provide some guidance to the 
Trustees as to your wishes with regards 
to the Trusts distribution. 

  Protecting assets on a second 
marriage - in many cases, on second 
marriages you may wish to protect 
some of your assets for your children. 
This may be part of the property or 
monetary items. This can be achieved 
by including a Discretionary Trust in 
your Will with your spouse and children 
as bene� ciaries. Alternatively it may be 
through using a Life Interest Trust. In the 
latter case, the survivor may have use of 
the assets for their life. On their death, 
the assets pass to the children. Powers 
can be included to allow the Trustees to 
appoint capital to the spouse, should this 
be required.

  Ensuring assets pass down to the next 
generation - if one person dies and all 
assets pass to the survivor, if the survivor 
should then go into care, all monies 
could be used for care home fees. By 
including a trust in your Will (either a 
Discretionary Trust or a Life Interest Trust) 
assets can be protected for the next 
generation.

  Inheritance Tax planning - where an 
individual owns assets that qualify for 
Agricultural Property Relief or Business 
Property Relief, a Discretionary Trust may 
be a useful tax planning tool, especially 
if there is the possibility that the assets 
may be sold in the future. 

Why set up a Trust in your lifetime?

Setting up a Trust in your lifetime can be a 
useful Inheritance Tax planning tool. If less 
than the Inheritance Tax exemption (currently 
£325,000) is placed into the Trust, there will 
be no immediate tax charge. With regards 
to assets being gifted to the Trust that give 
rise to Capital Gains Tax, the gain can be held 
over so that it is not realised until the assets 
are sold.

Lifetime Trusts may be used to pass assets 
down to the next generation or to set up a 
fund for grandchildren.

How can Battens help?

Battens can assist with advising what type of 
Trust meets your requirement. We can assist 
with drafting the documentation to set up 
the Trust and to register the Trust with HM 
Revenue and Customs.

Battens’ Trust and Private Wealth Department 
can assist with managing the Trust including 
preparing accounts, � ling Tax Returns, 
advising Trustees on their duties and 
responsibilities, chairing Trustees’ meetings 
and preparation of minutes. We can liaise 
with investment advisors to ensure that 
suitable investments are made to meet the 
Trustees’ requirements.
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Battens’ Trust Administration Services
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  Advising Trustees of their duties and responsibilities
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  Reporting to H M Revenue & Customs in relation to the inheritance tax position of the 
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end
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If you wish to discuss Trusts further with our dedicated team please contact: 


